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Although  changes  in  the  contents  of  settlements  have  caught  the  public's 
eye,  the  cases  associated  with  concession  bargaining  have  other 
characteristics  that  are  perhaps  more  important  to  the  student  of  industrial 
relations.  It  can  be  argued  that  these  cases  represent  a  fundamental  change 
in  the  process  of  negotiations  as  well  as  in  the  outcome  of  settlements.  To 
see  these  changes,  it  is  necessary  to  outline  ouickly  some  of  the 
characteristics  of  negotiations  prior  to  this  recent  round  of  concession 
bargaining. 

Collective  bargaining  from  the  1960's  was  characterized  by  increasingly 
formal  and  stable  relations  where  changes  occurred  incrementally,  if  at  all. 
Provisions  such  as  union  security  agreements  and  formal  grievance  procedures 
helped  ensure  stability  between  the  parties,  but  the  more  important 
arrangements  were  those  that  increased  the  predictability  of  settlements. 
Long-term  contracts  and  cost  of  living  adjustments  reduced  the  uncertainty 
associated  with  changes  in  contracts  while  master  agreements  and 
intra-industry  pattern  bargaining  enforced  common  settlements  across  different 
bargaining  units,  reducing  the  importance  of  individual  employer-  or 
plant-specific  bargaining.  After  establishing  these  uniform  settlements, 
unions  would  leave  decisions  about  employment  levels  to  management,  decisions 
which  would  clearly  vary  according  to  the  circumstances  in  each  plant  or 
firm.  Unions  were  willing  to  pursue  this  approach  and  to  leave  the  employment 
decisions  to  management  because  there  was  strong  evidence  that  the  labor 
demand  functions  were  stable  and  well-behaved;  the  employment  consequences 
associated  with  incremental  settlement  increases  had  been  incremental  in  the 
past  and  were  reasonably  certain  to  remain  so.  The  inevitable  variability  in 
employment  levels  associated  with  uniform  contracts  was  accepted  because 
stable  demand  schedules  made  it  possible  to  know  roughly  what  that  variability 
would  be  and  to  ensure  that  it  was  not  at  an  unacceptable  level  (e.g.,  where 
uniform  settlements  might  lead  to  plant 
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closures  and  substantial  unemployment  in  marginal  units). 

Stability  and  incremental  adjustments  clearly  do  not  typify  the 
negotiations  associated  with  concession  bargaining.  The  dominant 
characteristic  of  these  cases  has  been  change;  rapid  unprecedented  change  in 
the  process  of  negotiations,  in  the  contents  of  settlements,  and  in  the 
employment  consequences  associated  with  them.  Contracts  are  being  reopened 
before  their  expiration  dates,  normally  by  management  but  sometimes  by  union 
initiative.  Bargaining  goals  have  changed  as  management  seeks  reductions  in 
contract  levels  and  unions  focus  attention  on  employment  security.  And 
settlements  have  changed.  Management  has  secured  "rollbacks"  but  the  unions 
have  also  won  some  new  items  such  as  detailed  information  about  company 
operations.  Finally,  the  uniform  settlements  associated  with  master  contracts 
have  been  broken  in  several  industries. 

These  changes,  which  have  come  to  be  called  "concession  bargaining,"  are 
manifestations  of  a  process  of  adjustment  to  a  changing  and  uncertain 
environment.  The  most  important  aspect  of  that  environment  is  the  employer's 
demand  for  union  labor.  The  central  hypothesis  here  is  that  shifts  in  labor 
demand  and  the  uncertainty  associated  with  them  have  led  to  changes  in 
bargaining  behavior  and  outcomes. 

Data  Analysis 

With  the  Bureau  of  National  Affairs,  I  developed  a  sample  of 
negotiations  where  management  had  initiated  concession  bargaining  by 
requesting  concessions  from  their  unions.  BNA  asked  their  reporters  and 
"stringers"  across  the  country  to  report  all  cases  where  negotiations  were  "in 
distress"  -  including  those  where  attempts  were  made  to  reopen  contracts  or  to 
seek  rollbacks.  Between  the  third  quarters  of  1981  and  1982  210  cases  of 


-3- 


concession  bargaining  were  reported.  Ninety-six  percent  of  these  cases  report 
that  employment  security  was  involved,  either  threats  of  layoffs  or  plant 
closings.  Ninety  percent  had  actually  experienced  layoffs  or  temporary 
closings  just  prior  to  negotiations.  Further,  the  unions  only  granted 
concessions  where  employment  was  threatened  (i.e.,  there  were  no  rollbacks  in 
the  four  percent  of  cases  where  layoffs  or  plant  closings  were  not 
threatened).  These  figures  indicate  not  only  that  unemployment  threats  are 
associated  with  concession  bargaining  but  that  the  employer's  demand  for  labor 
in  these  cases  has  shifted;  they  want  to  employ  substantially  fewer  workers 
under  the  terms  of  their  current  contract,  as  evidenced  by  the  threats  of  (or 
actual)  layoffs.  Indeed,  it  is  difficult  to  think  of  a  major  example  of 
concession  negotiations  that  has  not  been  accompanied  by  massive  layoffs  of 
union  members  and  —  most  importantly  —  threats  of  more  to  come. 

The  hypothesis  that  concession  bargaining  is  being  driven  by  threats  to 
the  security  of  union  employment  can  be  testing  using  the  BNA  sample.  It  can 
be  argued  that  this  sample  is  representative  of  the  population  of  concession 
negotiations  in  the  economy  as  a  whole,  specifically  with  respect  to  its 
distribution  across  industry  groups.  These  cases  were  combined  into  two-digit 
groups  to  increase  the  density  of  the  distribution.  The  problem,  then,  is  to 
compare  these  figures  across  industries;  large  industries  with  high  union 
coverage  have  the  potential  for  more  instances  of  concession  negotiations,  and 
one  must  allow  for  this  difference.  Ideally,  one  would  compare  the  number  of 
concession  agreements  to  the  total  number  of  agreements  in  each  industry  but 
these  figures  are  not  available. 

An  alternative  is  to  estimate  the  coverage  of  concession  agreements 
(where  it  is  not  available  from  the  sample  information)  using  the  B.L.S. 
Survey,  Employer  Expenditure  for  Employee  Compensation,  which  indicates  the 
average  size  of  union  establishments  in  each  industry.  The  total  union 
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workforce  in  each  industry  can  then  be  calculated  using  industry  employment 
figures  from  the  1982  Employment  and  Earnings  and  the  most  recent  union 
coverage  figures  from  the  1979  Census  of  Population.  The  extent  of  concession 
negotiations  in  each  industry  can  then  be  expressed  as  a  ratio  of  the  workers 
covered  by  the  BNA  sample  of  cases  to  the  total  union  work  force.  In 
addition,  detailed  information  on  the  extent  of  concession  negotiations  in 
three  industries  (meatpacking,  airlines,  and  rubber)  is  available  from  a 
larger  study  from  which  this  paper  is  drawn.  These  figures  are  assumed  to 
accurately  represent  the  true  extent  of  negotiations  there.  The  difference 
between  these  figures  and  the  BNA  estimates  represents  a  scaling  factor  which 
is  appied  to  all  the  estimates  in  order  to  approximate  the  full  extent  of 
concession  negotiations  in  each  industry.  The  scaling  factor  is  merely  a 
rough  approximation  used  for  illustrative  purposes,  and  it  does  not  change  the 
distribution  across  industries. 

The  distribution  (Table  1)  is  concentrated  in  the  manufacturing 
industries  that  have  been  hardest  hit  by  the  recession.  The  absence  of 
concessions  in  industries  beyond  SIC  59  and  the  small  number  in  retailing 
industries  (SIC  50-59)  may  be  due  to  the  fact  that  union  differentials  have 
never  been  particularly  large  here  and  that  labor  is  a  reasonably  small  part 
of  total  costs;  wage  costs  will  have  little  impact  on  prices  and  production. 

The  hypothesis  here  is  that  the  distribution  of  concessions  can  be 
explained  by  differences  in  the  security  of  union  employment  across 
industries.  One  crucial  factor  here  is  the  change  in  import  penetration  -  the 
rise  of  imports  as  a  percentage  of  domestic  consumption  in  each  industry. 
Unfortunately,  the  most  recent  data  on  import  penetration  is  from  1978  which 
obviously  misses  many  of  the  most  important,  recent  developments.  But  the 
change  in  import  penetration  from  1972  to  1978  (from  U.S.  Industrial  Outlook, 
1981)  may  accurately  approximate  the  trend  across  industries.  A  second  aspect 
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TABLE  1. 
Concessions  by  Industry  Group 


SIC  Code    Nvunber  of  Concession   %Unionized 

2-Digit     Negotiations  Effected  (estimates) 


10  3 
11 

12  1 

13  0 

14  1 
16 


6  \  Metal  Mining 

Q  0  Coal  Mining 


3  Bituminous 

0  Oil  Extraction 

2  Nonmetalic  Minerals 

■^  8  Heavy  Construction 

yi  Yj  18  Trade  Contractors 

20  16  20  Food 


21  0 

22 

23 


25  0 

26 


29  2 

30  5 

31  1 


33 

34  1 


36  4 

37  31 


39  3 


0  Tobacco 

3  Textile  Mill 


g  30  Apparel 

24  1  5  Lumber 


0  Furniture 


3  5  Paper 

27  6  22  Printing 

2Q  1  ^  28  Chemicals 


25  Petroleum  Products 

44  Rubber  and  Plastics 

35  Leather  and  Products 


32         5  20  Stone, Clay,  Glass 


27  •     40  Primary  Metal 


1  Fabricated  Metal 


35  Yl  ^^  Machinery-noneletric 

45  Electrical  and  electronic 

48  Transportation  Equip. 

3g  0  ^  Instruments 


33  Miscellaneous  Manufacturing 


40  0  ^  Rail  Transportation 

4-|^  0  0  Local  Passenger  Trans. 

42  4  ■'■^  Trucking 

44  0  ^  Water  Transport 

45  19  50  ;^ir  Transport 

4g  0  ^  Pipelines  -  nongas 

47  9  7  Transportation  Services 

43  ]^  1  Communication 

49  0  ^  Elec,  Gas,  Sanitary 

5Q  5  1  Wholesale  -  Durables 

53^  2  ^"^  Wholesale  -  Nondurables 

52  0  ^  Retail  Building  Supplies 

ST  n  ^  Merchandise  Stores 

54  3  "•'^  Food  Stores 

55  1  ^'  Auto  Dealers 
55  0  ^1  Apparel  Stores 
57  1 


^•■'-  Furniture,  Furnishing  Stores 


58  0  Eating,  Drinking  Estab. 

59  10  Misc.  Retail 


in  union  employment  security  is  the  decline  in  union  coverage  by  industry 

measured  between  1972  and  1979  (estimates  are  from  the  Census  of  Population). 

Again,  these  data  do  not  capture  important  current  developments  but  may 

accurately  reflect  the  trend.  Taken  together,  these  two  variables  represent 

the  change  in  union  coverage  of  product  markets;  as  coverage  falls,  the 

ability  to  substitute  away  from  union  work  force  increases,  and  the  elasticity 

of  labor  rises.  Further,  the  burden  of  union  wage  rates  increases  for 

unionized  employers  as  the  proportion  of  competition  not  covered  by  unions  - 

usually  with  lower  labor  costs  -  rises. 

Industries  where  union  coverage  has  fallen  should  be  those  where  the 

security  of  union  employment  is  most  at  risk,  and  one  would  expect  the 

greatest  incidence  of  concession  bargaining  to  be  there.  Because  the 

dependent  variable  in  this  case  is  limited  (i.e.,  several  industries 

experienced  no  concessions),  the  appropriate  regression  technique  is  a  tobit, 

maximum  likelihood  method  which  avoids  the  bias  associated  with  observations 

concentrated  at  the  limit.  The  model  is  of  the  form, 

y  =  a  -  bjXj^  +  b2X2      where  x^  =  change  in  union  coverage 

by  industry  between  1972 
and  1979 

X2  =  change  in  import 

penatration  between 
1972  and  1978 

and  the  estimated  equation  is:       maximum  likelihood  ratio.  =  2.26 

X2  =  1.63  with  2  d.f. 
y  =  0.3069  -  0.519  +  0.371 
(0.285)   (0.87)   (0.088) 

The  results  indicate  that  the  change  in  union  coverage  is  associated 
with  the  incidence  of  concession  negotiations  which  supports  the  hypothesis; 
one  can  only  assume  that  the  association  would  be  stronger  with  data  that 
covers  the  current  period. 

The  trend  in  imports  from  1972  to  1978  is  a  function  of  factors  that  are 

reasonably  similar  today;  the  data  are  likely  to  reflect  accurately  current 
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conditions,  making  it  a  better  predictor  than  changes  in  union  coverage.  The 
trend  in  coverage  from  1972  to  1979  may  not  accurately  reflect  current 
developments  because  the  forces  that  influence  coverage  vary  greatly  over  time. 

It  is  an  uncommon  but  not  unknown  event  for  unions  to  be  confronted  with 
a  demand  curve  that  has  shifted  and  the  possibility  of  substantial 
unemployment.  Under  these  circumstances,  unions  may  be  willing  to  accept  a 
reduction  in  labor  costs  —  grant  a  rollback  or  concession  —  in  order  to  save 
jobs.  Juris  and  Henle  cite  examples  from  earlier  concessions  where  this 
was  apparently  the  case.  These  studies  suggest  that  unions  can  adjust  to  a 
one-shot  change  in  labor  demand  in  a  relatively  straight-forward  fashion  that 
does  not  change  the  basic  bargaining  relationship.  One  can  argue  that  there 
was  nothing  fundamentally  new  or  different  about  these  cases;  true,  there  was 
some  break  in  the  trend  of  settlements,  but  there  were  few  new  topics  in 
negotiations  or  new  elements  in  the  settlements.  Master  contracts  were  scaled 
down,  but  the  uniform  nature  of  settlement  patterns  was  not  changed.  And  the 
process  of  negotiations  remained  roughly  the  same  —  in  particular,  the  unions 
still  left  management  to  set  employment  levels. 

The  simple  wage  cut  is  not  likely  to  be  the  adjustment  process  when 
labor  demand  remains  uncertain,  however,  and  this  is  precisely  the  situation 
at  present  with  the  current  cases  of  concession  bargaining.  Here,  labor 
demand  has  shifted  because  of  broad  changes  in  markets  —  low  wage  competition 
in  the  form  of  import  penetration,  nonunion  producers,  and  price  cutting 
following  deregulation  -  and  because  of  changes  in  the  ability  of  employers  to 
substitute  away  from  a  union  work  force  (to  move  plants,  to  substitute  capital 
for  labor,  and  to  avoid  union  coverage  generally).  Both  effects  have  altered 
the  elasticity  of  demand  for  labor  (and  the  associated  wage/employment  trade 
off)  and  have  made  its  parameters  uncertain.  And  these  changes  are 
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continuing. 

In  these  instances,  the  union's  main  concern  is  with  the  employment 
uncertainty  associated  with  these  shifting  demand  schedules.  The  negotiations 
associated  with  concession  bargaining  may  in  part  be  an  attempt  to  establish 
the  parameters  of  a  new  labor  demand  function.  The  parties  consider 
employment  levels  as  an  explicit  topic  in  negotiations.   Unions  are  not 
willing  to  simply  make  concessions  and  leave  employment  decisions  again  to 
management.  One  finds  examples  of  this  in  previous  periods  as  well  as  where 
the  employment  consequences  of  concession  agreements  were  uncertain.  In  the 
Schultz  and  Myers  studies,  for  example,  where  contract  changes  were  sought 
to  meet  increasing  low-cost  competition  from  imports,  the  production  and 
employment  consequences  of  proposed  concession  agreements  were  an  explicit 
topic  in  negotiations.  A  detailed  study  of  plant-level  concession  bargaining 
in  the  tire  industry  found  that  the  local  unions  entered  virtually  every 
negotiation  with  an  articulated  concern  about  the  employment  effects  of 
concessions.   Evidence  for  this  view  also  comes  from  the  increased  demand 
for  firm  and  industry  operating  information  and  the  larger  role  that  it  is 
playing  in  negotiations.  The  unions  are  interested  in  this  additional 
information  in  order  to  estimate  the  likely  employment  consequences  associated 
with  settlements  and  to  assess  whether  the  employer's  demands  for  concessions 
are  legitimate.  (Note  the  relative  lack  of  interest  in  this  information 
previously  when  labor  demand  functions  were  stable.)  It  is  difficult  to  think 
of  a  major  example  of  concession  bargaining  that  did  not  include  unusually 
thorough  information  from  the  employer  about  their  prospects.  The  Rubber 
Workers  and  the  Food  and  Commercial  Worker,  for  example,  now  receive  a 
continuing  stream  of  detailed  information  from  some  employers  about  business 
decisions  that  may  affect  employment.  In  the  auto  industry,  "mutual  growth 
forms"  -  standing  plant  and  national  level  committees  -  now  provide 
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information  about  company  plans  directly  to  the  work  force  .  Of  course, 
efforts  to  place  worker  representatives  on  the  Boards  of  Directors  (successful 
at  Chrysler  and  Pan  Am)  can  also  be  seen  as  efforts  to  gather  information  and 
to  influence  firm  decisions. 

Union  "Quid  Pro  Quos" 

Further  evidence  of  the  new  bargaining  over  employment  comes  from  the 

improvements  or  "quid  pro  quos"  that  some  unions  have  secured  in  return  for 

concessions.  Whether  unions  receive  any  improvements  depends  on  their 

bargaining  power,  and  that  may  depend  on  the  level  at  which  negotiations  take 

place.  There  were  52  cases  in  the  BNA  survey  where  unions  received  quid  pro 

quos;  of  these,  47  were  cases  of  direct  negotiation  with  the  firm  as  a  whole. 

(Problems  and  negotiations  at  individual  plants  are  unlikely  to  threaten  the 

firm  as  a  whole,  and  firms  are  therefore  less  willing  to  grant  improvements 

there  as  an  inducement  to  secure  plant-specific  concessions.)  The 

improvements  secured  in  the  BNA  sample  fall  into  the  following  catagories: 

Employment  Guarantees  60% 

Future  Wage  &  Benefit  Improvements  35% 
Additional  Information  on  Firm 

Performance  10% 
Some  Involvement  in  Company 

Decisions  8%* 


*Some  contracts  contain  more  than  one  improvement.  It  is  often  difficult  to 
draw  the  line  between  explicit  employment  guarantees  (counted  above)  and  implicit 
ones.  Obviously,  continued  employment  is  at  least  implied  or  there  could  be  no 
quid  pro  quos  (other  than  severance  pay). 
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The  information  and  involvement  items  reflect  concern  with  uncertainty 
associated  with  firm  employment  decisions.  Far  and  away  the  most  common 
improvement,  however,  was  some  explicit  improvement  in  employment  security. 

These  were  secured  despite  management's  great  reluctance  to  give  them.  For 

9 
example,  a  Business  Week  survey  noted  that  only  two  percent  of  surveyed 

firms  reported  a  willingness  to  give  concrete  employment  guarantees  even  in 

return  for  major  concessions,  reflecting  their  own  uncertainty  about  future 

employment  requirements. 

The  change  and  uncertainty  in  demand  conditions  and  the  associated 

bargaining  over  employment  has  also  shaped  the  pattern  of  settlements. 

Whether  one  believes  that  the  concessions  or  rollbacks  this  year  represent  a 

substantial  break  from  the  past  depends  largely  on  how  one  defines 

"substantial,"  but  there  is  no  question  that  it  is  a  widespread  phenomena. 

Twenty-five  percent  of  the  firms  surveyed  by  Business  Week  reported  that  they 

secured  concessions  of  some  kind  from  their  unions  (11  percent  had  asked  but 

not  obtained  concessions)  .  More  importantly,  the  relationship  between 

settlements  has  been  broken.  Unions  are  much  less  willing  to  enforce  uniform 

contracts  across  different  units  now  that  the  variance  in  economic 

circumstances  across  units  is  uncertain.  The  main  consequence  of  this  has 

been  the  erosion  of  industry  or  company-wide  agreements  and  the  rise  of 

plant-level  and  firm-specific  bargaining  tailored  to  the  employment  prospects 

in  each  case.  A  study  of  concession  bargaining  in  the  tire  industry  found, 

for  example,  that  26  out  of  65  tire  plants  had  agreed  to  major 

concessions;   40  out  of  135  General  Motor  plants  had  also  negotiated  major 

12 
concessions.    Across  the  economy,  firms  and  plants  are  seeking  exceptions 

to  master  agreement,  multi-unit  contracts  because  of  the  marginal  nature  of 

their  operations;  local  unions  are  granting  the  concessions  because  they  fear 

the  unemployment  consequences,  and  the  international  unions,  while  objecting 
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to  the  practice  in  principle,  are  reluctant  to  stop  the  locals  for  fear  of 
watching  the  plant  or  firm  close  and  the  local  disappear.  Again,  the  problem 
is  that  the  variance  in  the  demand  schedules  across  units  is  no  longer  stable 
or  certain. 

The  change  in  demand  conditions  has  effected  the  process  of  negotiations 
for  management  as  well.  The  sharp  drop  in  demand  has  forced  many  firms  to 
reopen  contracts  and  to  press  for  major  rollbacks  in  an  effort  to  cut  costs 
immediately  and  remain  competitive.  Because  there  is  uncertainty  associated 
with  these  changes,  management  often  feels  pressed  to  make  its  case  directly 
to  union  members,  not  willing  to  take  the  chance  that  the  problems  would  be 
misperceived.  Management  may  also  bypass  its  own  labor  relations  experts  in 
concession  negotiations;  they  may  be  blamed  for  the  current  situation,  and  the 
experts  may  feel  unable  (or  unwilling)  to  break  long-standing  arrangements 
that  they  helped  create  and  that  were  the  source  of  their  influence  within  the 
flBn.l^ 

It  is  too  soon  to  tell  whether  these  developments  will  lead  to  permanent 
changes  in  relations  between  the  parties.  As  long  as  structural  changes  in 
the  economy  continue,  no  doubt  the  relations  between  parties  will  continue  to 
change.  If  the  economy  stabilizes,  relations  may  not  necessarily  revert  to 
their  previous  form.  Provisions  secured  in  the  present  circumstances  -  such 
as  continuing  information  on  company  operations  -  may  have  an  influence  on 
future  relations.  More  importantly,  management's  approach  to  concession 
negotiations  (e.g.,  often  bypassing  their  own  labor  relations  staffs)  may 
carry  over  to  future  negotiations.  And  the  unemployment  that  unions  have 
experienced  may  change  their  concerns  in  the  future,  focusing  more  attention 
on  job  security  and  the  decisions  that  influence  employment  levels.  Much 
depends  on  whether  the  current  period  of  change  and  uncertainty  lasts  long 
enough  for  current  practices  and  concerns  to  become  established. 
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